competition m Guam should result not only m increased
choices, higher quality service, and lower rates. but wili also
provide an incentive to the incumbent rural tetephone company to
muroduce new and innovative services, mcluding advanced service
offerings, to remain competitive, resulting in improved service to

21

Ciuam consumers.
Proceeding to tlic next step in its analysis. tlic WCB then concluded that consumers would not be
harmed, by Guameell’s designation. emphasizing that the applicant’s use of its own facilities
would enable it 1o serve customers otherwise left without service in case an [LEC relinguished
s ETC status.™
(n tlic instant procecding, the WCB followed Western Wireless. Pine Ridge, and
Cramect! moconcluding that:

|cjompetition will allow customers in rural Alabama o choose
service based on pricing, service quabty, customer service, and
service avarlabihity.  In addition, we find that the provision of
competitive service will facilitate umversal service to the benefit of
consumers 1 Alabama by creating incentives to ensure that quality
services are avatlable al “just, rcasonable, and affordable rates.”™

Consistent with its prior decisions, the WOB concluded that:

there 1s no reason to belicve that consumers (i the affected rural
arcas will nol continue o be adequately scrved shouid the
imcumbent carner seek to relinguish ats ETC destgnation . .. the
partics opposing this designation have not presented persuasive
cvidence to support thetr contention that designation of an
additional ETC (n the rural arcas at issue will reduce investment in
mfrastructure., raise rates, reduce service quality to consumers in
rual arcas or result in loss of network efficiency.™

Crtestingecfd
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I'he ARLECS incorrectly assert that the MO& (O s called nto question by its reliance on
Puie Ridee™” The WCBs public interest analysis was consistent not just with Pine Ridge, bul
with other decisions as well.™" The ARLECs fail to address the other decisions, discussed above,
which support the conclusions reached n the MO &O. Second. Pine Ridge is not “materially
different” [rom this case. In both cases, the W{B concluded that the applicant had successfully
madc the “threshold demonstration” that its service offering “fulfils several of the underlying
federal policies favoring competition and the provision of affordable teleccommunications service
to consumers.™  The only difference in the analysis in Pine Ridge was that, having determined
that the apphcant’s designation for the Pine Ridge reservation was in the public interest, the
W OB added that a grant ol the requested ETC status “will also serve the public interest by
removing inpediments to increasing subscribership on the Reservation.”™® The WCB's
discussion ot additional reasons supporting a public mterest findimg does iiot diminish or qualify
s conclusiens

Accordimely 101s clear that the WOB properly applied its own precedent in 1ts analysis of
the public mterest henefits of designating Cellular South as an ETC throughout its service arca in
Viahama,

. lhe ARILLECs Failed to Show thar Consumers Would be Harmed

(e WOB has concluded that designation of qualified wireless carriers as ETCs 1n raral

areas 15 the public mterest, absent specific demonstrations thit consumers will be harmed as a

yeo Application at p. 21

(1 an order s consistent with Commussion precedent, 1t is unnecessary for all stipporting authority o be
actadly cred o the order. Secnon 1S of the Comunission s rules does zoe list failure te cie all relevant precedent
ameng e vrounds for evermmme an action taken purswant ta delevared anthory

Veraeeran® 200 Pone Ridee sapora, 1O FOU Red at 18137
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result — Addressing the ARLECs™ arsuments raised 1n comments and iii several ex parte filings,
the WC'B properly concluded that Cellular South's designation throughout its Alabama service
arca would not harm rural consumers.

lhe ARLECS complain about broad policy questions concermng how ETCs are to
recerve high-cost support. vet they have never made any specilic showing in this case that
Celtular South’s designation might result inreduced infrastructure mvestment, increased rates,
diminished scrvice quahty, or lost network efficiency. In iiling comments in opposition to
Cellular South’s Petition and in multiple ex parte presentations, the ARLECs "merely presented
data rcgardine the number of loops per study areca, the households per square mile in their wire
centers, and the high-cost nature of low-density rural areas.” ™ In response. Cellular South
demonstrated thal the ARLECSs mappropnately used Benchmark Cost Proxy Model 3.0, which
produces maccurate results and overstales the necessary investment in network facilities,
cspeciallv in arcas of low lime density. In addition. the ARLECS improperly relied on houschold
denstty, averaved at the census block level. as a predictor of network costs in rural areas.

Fxenaceepting the ARLECS™ posttion that sparsely populated areas arc expensive to
serve. those arvas are precisely where the FCC has attempted to stimulate competition arid
deployment ol more efficient echnologies, und where competitive carriers cannot reach many
customers withoul high-cost support. By ¢cmphasizing their own difficulties when faced with the
prospect ot competiton, the ARLECs completely 1znore the fact that “the purposc of umversal

. - [ERY
serviee 1s o beneht the customer, not the carner.

Secoce g Woevern Wirefess supra, 10 1CC Red an 30-570 Heswern Wireless Recon. Ovder, supra, aLy {9,
Pove Reeloc e 16 FCC Red ar INT3S 39,
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Insum the WOCB propertv rejected the ARLECS” specufative arguments that rural
consumers would be harmed by Cellular South’s designation.

(1 ONGOING REVIEW OF USF ISSUES DOES NOT JUSTIFY
SUSPENSION OF EXISTING RULES

The ARTECs claim itis “premature”™ for the WCB to designate any additional ETCs in
rural areas until the Commission has resolved those matters raised in its November 8, 2002,
Referral Oxde 21y effect, the ARLECS absurdly ask the Commission to freeze the processing
of pending appbcations, validly filed under existing rules, while the Joint Board considers a
possible recommendation to the FCC.

it scarcely bears mention that the Jaw by s very nature is constantly evolving, and that
o rube 1s immune from review, Congress and governmental agencies such as the FCC are tasked
with changing and improving the law on an ongoing basis. For example, the Commission’s
Riennigl re e process invalves ongoing review and medification of existing rules. " Just last
conr the Camission hose oup s spectrun ap. “The rules ior CALEA, B-U 1T number
portahility and poolmy are all ina state ol flus. Here, competitive FTCs such as Cellular South
will be required 1o deal with whatever the FCC eventually does, The ARLECS’ suggestion that
all competitive F1C apphications for rural areas be suspended pending the consideration as to
whether 1o change rules may properly be deseribed as anti-competitive. No faw or rule can be

sssumed 10 “continue unchanged.” " 10 the ARLECs believe the rcgulatory world will have no

Apphcanionarp. 1
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Newe M Sronniad Reotedatory Beview Spoctrn degrecation Liniis o Commereiad Mobile Radio
Sesteces Koporr ond Oaedor. W Docket oo 0114 Report amd Order, FCC D228 (el Dec, TR 2001),
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certainty or purpose until the Commission adopts rules [hat are permanent and non-reviewable.
they will wait 1 vain,

Predictably, the ARLECs also suggest that. even though the ongoing review will likely
atfeet both incumbent LECs and competitive E'TCs, only their competitors should bc blocked
fromi receiving high-cost support. Ceflular South asks the Commission to see the ARLECs’
request for what it is: a request to suspend action on “unresolved Commission policy™ so as to
prevent the ARLECS from lacimy viable compeution for the first time,

The ARLECs also suggest that changes to the Commission's existing policies that reduce
support to CETCs may color a CETC’s willingness to construct facilities to serve all customers
i its service arca. ” While Cellular South appreciates the ARLECs™ concern. CETCs will and
must adapt to any changes that may resull irom the Joint Board's ongoing rcview. Although
Coneress substantially dereyulated mobile wireless services in its1993 amendments to Section
232 0f the Act.” new government mandates, such as enhanced wireless 911, CALEA, and
nmumber poolmyg, as well as state efforts 1o re-regulate, all force carriers such as Cellular South to
adjust

Many competitive E1Cs have alrcady been designated in rural areas and are alrcady
receiving support. Any policy changes proposed hy the Joint Hoard will take existing CETC's

mto account. Like all other CETCs. Cellular South will be subject to such policy changes.

Sooond arp 12

Sec Phe Cramnbirs Budeer Recnnahanon Actof 19935 0002¢h) Tub. 1 No. 103-66. Title V1. § GO02(b).
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i1t  THE WCB PROPERLY DECLINED 1O CONSIDER THE COLLATERAL
ISSUES RAISED BY THE ARLECS

In their comments and ey porie fhngs, the ARLECs and other commenters representing
[LEC interests inappropriately raised a number of additional issues. all ol which are either broad
pulicy issucs or have been adjudicated by a final order tn multtple proceedings. The WCB
properly dechined to consider these 1ssucs, concludmyg that such concerns are “beyond the scope
of this Order. which considers whether to designate a particular carrier as an ETC

Nonetheless, Cellular South is consirained (o briefly address the ARLECs’ discussion of
“explosive” fund growth. The ARLECSs, as well as a number of [LEC presentations belore this
Commussion. have completely distorted this debate, The ARLECs” stated concern that
desionation ol additional wircless £ TCs will cause the lederal universal service fund “to grow to
unmanageable pmporlions"w runores the manner in which support te competitive and incumbent
s iminacts the fund respecnvely. As the ARLECs concede, sunport to competitive ETCs
RGUMS B e e 2% of Total high-cost support.” From the stancperit of a monopolist, the
nerease from 149, s steep indeed, the figure was 7ero until only recently.

Conveniontly. the ARLECs twl to mention that itis the 1LECs who have been the
areatest benediciaries of the Commission’s recent changes to its universal service rules relating 1o
rural areas. Time and again. TLECs have suceessiully convineed the Commission and Congress
to ensure the maximum level of high-cost support to 1LECs while secking to prevent competitors
[rom accessing high-cost support. despite the fact that thosc competitors pay into the fund. While

professing concern about growth m the fundl, at least five ARLEC member companies were

VON O 32
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among those HLECs who sucd in federal coun to remove the cap on the high-cost fund and the
cap on the amount of corporate operations expenses thal may be reported.’’ When the
Commission imercased rural HLEC support by over $1.26 billion in the FFourteenth Report and
Order. rural 1lephone companies showed remarkably fittle concern for the sustainability of the
fund

Its disingenuous for the ARLECS to sugges! thal the Commission’s decision to apply
unspent funds from the Schools and Librares Division (“SLD™) to tlic High Cost program has
anything to do with high-cost support to competitive ETCs.* During the three quarters in
question. over $850 million iii unspent funds from the SLD was applied lo the High Cost
program to stebilizc the contribution factor ™ Based upon a review of available Universal
Service Adinmistrative Company ("USACT) data, 1t appears that the amount of high-cost support
reccived hy competitive ETCs during tlic same period amounted to less than $50 million. The
restwent to 1 ECs.

Finallv. Cellular South notes that tlic Commuission ts addressing the increasing demands
e tlic tund in othet proceedimes o broader applicability, Including taking steps to reform the

universal service contribution methodology.” 1he reallocation discussed above was taken as an

i Seo Memeo, 200 F 3d an 620-21,

- Sev Pederal Stase Joing Board on Uinversal Service, MuliAssoctation Group (MAG) Plan for Regulation
of hierstate Services of Now-Price Cap fucrembont focal bxchiconge Carviery and Indcreschange Carriers,
Fourteenids Beport and Order, Twenn second Order an Reconsideration, and Farther Notice of Proposed
Rudomabmg, 1o FCC Red TP 11258 (2000 £ Fowrteentlt Report and Oreder™)

Sec Applicanon at pp. P-4

! See Public Notces announcime, no change in USE contribution factor. DA Nas, 02-1409, 02-2221, and (2-

SRCOWOR el Tape E32002 Sept 100 2002 and Dec 902002 respectively)

Sec Reporsaond Orelor eond Second Further Noree of Proposcd Rudvacdore i CC Dacket Nos, 960-45, 98-
FULRNATE O 2 90200 95 1T and 95170 and NSD Fode No o 100272 grell Tree, 13, 2002)



ister ime measure pending the veform of the universal service contribution methodology,”” not
pendimg an L EC-sponsored rollback of competitive ETC policy.

While ensuring the luture viabitity of the fund is an important concern. it is no less
nmportant that the Comnussion carry out its statutory responsibility of administering a
competitively neutral universal service program that provides rural consumers with comparable
choices in telecommunications service (o those available i urban arcas and places competilors
on a level plaving fietd with incumbents.”” Accordingly, the ARLECs’ purported concerns about
the stze of the fund were properly excluded from the scope of the WCB’s determination, and
therc1s no need tn entertain them on review.

I, CONCIEUSION

I'he AR LI:Cs can provide na valid reason to disturb the WCB's grant of ETC status to
(eliular South throughout its Alabama service area. By designating a qualified wireless carrier as
an ETC. the WOB has ended the ARLECS” monopoly on universal service support, paving the
way tor Alabama’s rural consumers to begin 1o expenence the benchis of facilities-hascd
competition

Congressional and FCC policy holds that designahon of competitive ETCs 1n alf areas s
in the public nterest, unless speeiic harm to consumers will result. As shown above, the
ARLECs have utterty Taled to demonstrate that consumers will be harmed by Cellular South’s
designation. onlv providing flawed cvidence that improperly focuses on how [1LECs might be
alfected. Also, the ARLECS™ proposal 1o freeze competiive entry by Celtlutar South and other

Sor Pubbe Notwee. Preprssod Firve Ouarter 2003 Casversal Service Combution Factor, DA 02-3387 8t L
TUWOR el Dec w2002,

Ve d TN 2y Sew b ederad-Siene doine Board on Cwversal Service, CC Docket Ne. Y6-
D Recoanmiendod lecivien, OO U202 00 Bl el Oct 10, 20023 Statement of Commissioner Kevin J. Martin
Spproving in Pacs Prssentme in Part ¢ fed o sec how the potential for greater tunding levels should prevent us
fronasdopune o sapport svsicm thar meers oue seagttory obligation ™)



competitive B TCs pendme o review of its rules - which ultimately may not change the process
for designating competitive FTCs and may equally affect incumbents - is anticompetitive and
lundamentally imisconceives the agency rutemaking process. The remaining issues raised by the
ARTLECs and other ILEC commenters were properly found to be outside the scope of this
proceeding
In sum. a reversal of the WOB's grant would not retlect sound public policy, but would

favor one class of competitor, and onc type of technology. Rural consumers would be deprived
ot competiive chowce. contrary lo the purposes of the 1996 Act. For the reasons stated above,
Cellular South urges the Commission to deny the ARLECs™ Application

Respecttully subnntied.

CELLULAR SOUTH LICENSES, INC.

David A, Labulazs~"
Steven M. Chermidfr
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